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Agenda

A Meet the RBG Team
A Initial Findings: What We Found
A Current State: Where We Are Now

A Target State: Where We Are Going

A Transparency

Presentations available on City website:
http://www.petersburgva.gov/index.aspx?NID=846



http://www.petersburgva.gov/index.aspx?NID=846
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Meet The Robe®obbD NP dzLJ a'!

NeIsieBiréh
R_obertBobb_ Tom Tyrrell Interim Deputy (_:|ty Manager/ Finance
Project Executive Director

Interim City Manager

Patrick Bobb
Quality Control Manager

DileepRajan '
Data Analytics Lead

Jack Berry 3
Deputy City Manager for Operations
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Team Member Expertise & Experienc

NelsieBirch
RobertBobb Tom Tyrrell Interim Deputy City
Project Executive Interim City Manager Manager/ Finance Director
RobertBobbhas over 40+ years of Col. Tom Tyrrell, USMC, (Ret.) has 30+ . _.
C : . ) ) NelsieBirch has 18+ years of
municipal experience leading years of leadership and strategic : ) )
: : he . . public sector finance experience
transformation projects for cities planning experience. He has held . . :
o . : : " : including Budget Director for the
in fiscal distress. He has led various executive positions with the

City of Alexandria, Virginia and
efDirector of Agency Operations for
the District of Columbia. She wz
an analyst at Fitch Ratings and
led transformative projects in
North Carolina and lllinois.

initiatives in Kalamazoo, Michigan, Intrepid Sea Air & Space Museum,
Santa Ana, California, Oakland, Cantor Fitzgerald, served as the Chi
California, Washington, DC, Operating Officer of Chicago Public
Detroit (Receiver for Detroit Public Schools, and served as the Chief
Schools), and Richmond, Virginia. Administrative Officer of Illinois.
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Team Member Expertise & Experienc

4

PatrickBobb
Quality Control Manager

DileepRajan
Data Analytics Lead

Jack Berry
DileepRajanhas over 12+ years of P€PUty City Manager for Operations  patrickBobbhas over 10+
experience leading data analytics Jack Berry has 40+ years of years of Business Intelligence,
and technology projects in public experience as a city government Information Security and
and private sectors including the leader who previously worked as Project Management

District of Columbia Government, | | Y2 @SNJ / 2 dzy i & Q& lexReridngeA Ratridklhas2 NJ I y |
the Federal Government, Accenture A OKY 2 Y RQ& 6 dzR 3 S i managedandileatiry proje& | & |
and KPMG. most recently Executive Director of initiatives in Chicago, IL, Puerto
Venture Richmond for 18 years. Rico, California, Richmond, VA

and Washington, DC.
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The RoberBobbGroupc 5 Pillars

The RobertBobbGroup (RBG) believes in five pillars of city
government:

1. Police Departmenta police department that engages with the
community and makes people feel safe; focus on crime
prevention, personal safety of residents Is paramount

2. Fire Departmentthat responds to emergencies and focuses on
fire prevention

3. EMS Departmentthat responds to medical emergencies within
minutes; the EMS Is an extension of the emergency room in th
hospital

4. School Systema system of high performing schools where
parents can be proud to send their children

5. Financial Systenthat ensures fiscal stability through a fund

\ balance and stable credit ratings
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Initial Findings

What We Fount
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Prior to The RoberBobbD N2 dzLJO & IMJ
10/25/16:

I Upon learning of the fiscal crisis by City leaders,
Virginia Secretary of Finance Ric Brown led a team in
August 2016 to identify critical fiscal issues

i{ SONBUIFINE . NRgyQa USIY A
outstanding fiscal obligations at end of FY 16 (June 3(
2016). This includes:

A Outstanding vendor payments

A Outstanding payments to authorities such as the South
Central Wastewater Authority

\T The City cut employee pay by 10% effective 9/@
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Key Background & Reminder

Eight years of consecutively unbalanced budgets finally resulted in
near default in the repayment of a shoiterm cash flow note

Governmental, Mass Transit and Golf Funds

|

GK S/ AGe.0Q8 0.dzR IS ﬁe%n@xa

Fiscal
Year

2008
2007
2008
2009
2010
2011
2012
2013
2014

Expanditures
Mless Trarsit Goll (1}

2,207,103
2,500,457
3,045,122
3,480,204
3,505,975
3,834,945
4,299, T2T
4,032,005
4,025,575
4,107,319

DavexrorT & CoOMPANY

Expendiures
Gavernmental {2)

69,117,310
72,158,536
78,375,348
79,668 B8BTS
79,214,494
BL1 G657 BT1
B0, 140,087
EH, 798,157
£1,483,802
BT,076,838

Surpius
Taotal Revenues (3] (Deficit)
71,635,381 310,968

76,8528 525
79,5098 926

(436,238)

(481,238)
{1,306,024)
{4,560,966)
{3,501,889)

(955,877)
(5,530,384)

Revenues vs Expenditures
(Govermental, Mass Transi/Golf Funds)

eS3 Yy AY HAADD
Mass Trarsh Golf Expenditunes (1)

[4="] | = Gosemmental Expenditunes [Z)
Tiztal Revpnues (3]

58S

580

573

570

565

H0s 2007 2008 008 20 2011 201F FK3 2014 2DaE

{1} Ne1 of Deprecigtion

(2} Excledes Capial Projects Fund

(3} Includies Nat Cther Financing Sowrces [Uses) for the General and Norrbajor
Gavermmental Furds and Net Non-Operating Revenue for the bass Trarsit and
Galf Funds.

Source: City CAFRs

RBG was hired by the City of Petersburg through an emergenc
procurement in October 2016

{ 2dzNDOSY

FO1 ANRdzy Rk { dzYYI NB 2F 5F @SYLIR2 NI Q& HAMH 9CAYI
Presentation to the City of Petersburg, VA City Council, August 3, 2016
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Issues ldentified

ﬁue #1: +/$18.0M Deficit from FY 2016 and %\
A Figure Based on Analysis done by the State NOT \the

City; City has not maintained Records.

using current year revenues (at least one example
an invoice paid twice from FY 16).

Key Activities
Invoices from FY 16 and Prior

A Develop longerm financing strategy to deal with th
deficit

A We observed City has paid invoices from prior years

of

A Update the Analysis to Get a Final List of Outstanding

e

{Communicate to vendors our plan and whenﬁy/oan
expect to be paid

Issue #2: +/$6.0M Invoices Unpaid for FY 2017

A City has not had a strategic approach to handling th
growing list of unpaid vendor invoices.

A Current FY that began July 1 has not been kept
current and there continues to be a cash flow
challenge as there is not enough money in the banl
cash to fulfill the current obligations.

Key Activities
A Secure Revenue Anticipation Note (RAN)

P

e

A Communicate to Vendor Community
\@ay all current obligations for FY 17 with the R@L/

Issue #3: FY 17 Budget is Unrealistic, Lacks

Transparency, and Has Not been appropriated or made

available to the public

A Even with the $12.5M reduction from the original
budget to the amended budget, there is a lack of
accountability and information related to the FY 1}
budget to ensure that the City can meet what is
planned.

A It appears that cutting employees salaries by 10% and
reduction in force was taken over dramatically
eliminating services.

Key Activities

A Map the process with the Finance team and
Treasurer.

A Optimize how work can be done between the two
departments

A Determine whose responsibility it is to determine
cash flows (cash versus obligations)

A Determine who is responsible for ensuring enough
cash is in the bank to meet obligations.

A Determine the revenue cycle and what billing cycles
should change to help cash flows, including state
shared revenues.

A Provide recommendations for upgraded
systems/procedures to track cash.

10
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Issues ldentified

@ #4: Cash Flow Projections are Unrealisticaﬁ
Process to Determine Cash in Bank/Cash Flow is
informal

A Revenue Anticipation Note was Assumed to be
Available in November. However, the proceeds may
not be available until December (at the earliest). Th
leaves November vulnerable to ensuring payroll
obligations are able to be met.

A Property Taxes may not be paid until December;
however, bills are to be mailed the first week of
November.

A Much of the information related to cash in the bank

is

is

done through email and is not formalized in a centrz
Qﬁtem. J

@sue #5: South Central Wastewater Authority Lawsui

Key Activities

A Attend the hearing and share our good faith
commitment.
A Work with VRA, Bond Counsel and Davenport to

\develop a solution. /

a 2\

Issue #6: Capital Projects and Capital Budgeting are
Unrealistic

A The prime issue is that the City is obligated to pay
the debt service on these bonds but has not yet
drawn down the funds.

A In 2015, the City issued bonds through the Virgini
wS&a2dzNDS ! dziK2NARG&Qa o

A To date, $4.7M of projects have not begun and $6
of bond proceeds have not been accessed.

ing

=<

. %

11
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Issues ldentified

@ #7: 10% Pay Reduction for City Employees}s{
Mass Exodus of Employees

Issue 9: FY 15 CAFR found NO material issues; FY 16 has

As part of the budget reduction this summer, the City cut not started
10% pay across the board. This has resulted in
approximately 190 resignations and to date this fiscal The FY 15 CAFR did not find any material issues with|the
year almost $200K in leave payouts. fiscal controls and accounting practices of the City.
Additionally, a partime/seasonal employee was hired
Key Activities 6& GKS /Ad& G2 O2yRdOG &aSOSN
A Develop a path to restore the 10%. 0221a NBIFIReé& FT2N) G§KS | dzRA|G2 NA
A Communicate our commitment to staff that she was a former employee of the audited firm
A Evaluate pay scalesespecially department heads. NBalLR2yairofsS F2NJ GKS / AleQa
A Determine critical positions to hire.
Wke an analysis of consolidation of servicesy Key Activities
positions. A Develop a plan to get the FY 16 CAFR done. One idea
is to reach out to the auditor of public accounts for
. assistance.
l;;srl:;isuse ofvasticpdiundsfaGensmal Funm A Review the management Ie_tter from the past audits
‘ to ensure that all identified is followed up on.

The Citv has historicall q il fund q A Cancel the contract with the current auditors.
e City has historically used special revenue funds an ALAZDZS wWCt F2NJ GKS / Afie Qx

enterprise funds to pay General Fund obligations.

responsibilities.

Key Activities

A Develop a plan to separate the funds, including
separate bank accounts, separate codes, etc.

A Determine how to handle federal and state grant
funds management.

A Ensure cross training for grant fund dralewn out of
wnance. / 12
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Issues ldentified

@ue 10: No fultime finance staff/Lack of Finan@
Policies

The Finance Director was fired last spring along with
City Manager. The Assistant Finance Director becam
Acting Finance Director and resigned effective Oct. 2
addition, there was no succession planning nor was
there an appropriate and professional handoff of

process is loose and lacks control and diligence. Sev

use of the system to control the invoices to be paid

the
e
2.1n

passwords, responsibilities, etc. The Accounts Payable

eral

changes to the process have occurred that removes the

nd

@cks to be cashed. It is unclear how many invoices are

not accounted for in the system.

@ue 11: Potential fraudulent activity \

In the brief time spent being brought up to speed on C
activities, it is apparent there has been significant
negligence that may go beyond just the right to
terminate an employee.

Key Activities

ty

A Review emails/documents to trace any suspicious ¢

!raudulent acts.

)’

Issue 12: Decentralization of traditional finance

responsibilities with the elected Treasurer and electe

Commissioner of Revenue and unclear division of
responsibilities/accountability

The Commissioner of Revenue is responsible for the
billing function of the City while the City Treasurer is

responsible for the collection of funds, printing of
checks, and management of cash. The Finance

5SLI NIYSyd Aa NBalLlRyaAof

develop and appropriate City budget.

Key Activities
A Flow the process of all three.

A Make recommendations for process improvement

and clear division and/or consolidation of
responsibilities.

13
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Short Term Before Long Term

Short Term Fiscal StabilitySequence of Activities

TdzZ NB&az2f dz

¢KS /AdeQa 1Sé& LINIySNB Syl o aa G
KAa flFgadAaid R

W/ NEIa (KS / AGeQa Yz2ald AA3AYyAFAOFy
Dismissal paves the way for immediate funds access to make payroll
and obtain the $6.5M RAN.

NN ECASIr< M 2 A UK / 2dzyOAf Qa NBaz2fdziAaz2y |LIINRGIES GKS [/ AdGe
SRRV IELRET iy \/RA capitalized interest to make Payroll on November
[PEEEEL 18" and December 2.

Make Payroll for Making Payroll is our immediate and top priority. Through
NOENIIEEREUCI 6 2 NJ Ay3d gAGK +w! |yR GKS /2dzyOAf Q& N
December 2¢ now make Payroll on November".&nd December 2.

OLEECKCINN  The $6.5M RAN will pay back the SCWA $1.3M by Decemb
Revenue Anticipation

15, 2016, ensure Payroll thru remainder 2016, and ensure
Note to pay SCWA b . . .
12/15 and other payment for critical projects and services currently
critical services underway in FY17.

Establish a sustainable, and long
Ak d term financial operating platform
ENCREIEE: that has financial controls to
Stability ensure compliance and proactive
planning.

1

A2
A a

O
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RBG Plan to Make Payroll

Take Immediate Action to Address Payroll Crisis

SCWA Lawsuit Dismissal Clears Path for Funds
A The SCWA Lawsuit was the primary obstacle to the City receiving short term

financingof $6.5M¢ KA & ¢l a (GKS / A0é&éQa Yzad &

A This dismissal enables the City to immediately utilize $1.3M in capitalized
interest accruing from unused Virginia Resource Authority (VRA) funds.

A As of 11/18/16, after we have made our November debt payment, payment
to key vendors, including $427,500 to Schools, and Payroll, we will have
$78,000 remaining balance assuming no other revenues are received by the
City.

A This enables Payroll for November 18 & Deg @ur immediate Priority.

A Our Key Partners helped make this happdh2 SNy 2 NQa hFTFFAO!

Finance, Deputy Chief of Staff, Deputy General Counsel, VRA Executive Dire
Davenport & Company, Sands Anderson PC, SCWA Chairman

> (
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What We Found

When RBG started work on 10/25/16, we observed a lack of internal controls
cash management/accounts payable, and the erosion of basic processes a
accounting principles for financial management.

$4.8 Million in
Unpaid Check

dZ]e ]* %] SUE }(E o~"N"Z Ilse]JviZ EAE_ (}E puv% ] 4o00-
Checks were issued but not released to the vendor due to lack of sufficient cash balance.




